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PRON BRAC ~, SHORT )4OLES,
(SU)HALED QOB, ASD ANY
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CODE ANN. 5 45.1-36 .20
(herein collectively re rred
to as "Coalbed Methane s"
or "Oas")

)
)
)
)
)
)
)
)
)
)
)
)
)

LEOAL DESCEIIPTIOMi )
)

DRILIIXMQ UNIT NUMBER D-16/D-16$ )
(Hereafter 'Subject Drillgng Unit" ) )
IM TEIL'HEMOOD COALBBD METHANE QAS )
FIELDII X AND II )
N. OR WIDY/S, QRUMDY NAQZSTRRXAL DISQICT )
ORQHD Z ()UASRANQLR )
SIKSR~ COUNTY, VIRGINIA )
(the i's'ubject Lands" are more )

.

particularly

described on Exhibit '

sA" i Stanched hereto &nd made & )
yart +reef) )

REPORT OP THH BOARD

FINDINOS ANDI ORDER

1. Hssrtno Date aad place: ThisI matter came on for hearing before
the virginig Oas and oil Board (hereafter >Board") at 9i00 a.m. on Ossuary 16,
2001, South/st virginia Higher Education heater, campus of virginia Highlands
Coimsunity C 'liege, Abingdon, Virginia.

3, Jurisdiction &ncl Notice: pur~s., the BiI)erd finds that it hss jurisdic
uilon the ~ideace presented by Ayylicaa
Applicant has (1) exercised due diligea4

t to Va. Code 5% 45.1-361.1 et
ion over the subject matter. Based

tbe Board also finde .that the
e in conducting a search of the

2.,AlmlsRrancesi Nark A. Bwarts o) swarts 4 stump, appeared for the
Ayplicant. San'dra S. Riggs was present to 6dvise the Board.



rsascaablyi available sources to determinj the identity and whereabouts ot gas
and oil rs, coal owners, mineral ~era and/or yotential owners, i.s.,
parsons i tified by Applicant as bavin) ('owner") or claiming ("claimant")
the right to Coalhmd Nethane Oas in a)1 coal seams below the Tiller Seam
(hiraaf ter

I
"Subject pormation") in Sul jsct Drilling Unit underlying and

con)prised 't subject Lands! (2) has given aot ice to all such parties
(hn(rnatter sometimes "persoa(s)" nfn ~ther referring to individuals,

yartaerships, associaticas, 'omyaaies, businesses, trusts, joint
r legal entities) satitl hy Va. Code Ann. SS 45.1-361.19and

o notice of this Apylicati ; aad (3) that the persons sst forth
3 hereto are persons iden ified by Ayplicant through its due
may be Owners or Claimants of Coalbed Nethane Qas interests in
tioa, in subject. Drilling) Unit underlying and ccmyrised of

who have not heretofore agreed to lease or sell to the

corporation,
ventures of othe
45.1-361.23, t
'in Bxhibiti B-
diligence ~
Subject
Subjeot
Ayplicant '<swS/er voluntdrily pool their Qns interests. purther, the Board has

4. a~nts: Exhibit B-3 aad gxhibit Q, Page 1.
5. Dismissals: None.

Relief Reauestsd: Apylicant requests (1) that pursuant to va.
1-361.22, including the, ayyli<lable portions of Va. Cade 5 45.1-

Beard yool all the rights, interests and estates in aad to the oas
Drilling Unit, including tlw pooling of the interests-, of the

those of the Raown and uslcncwa psrsons named in E)nhibit B-3
t of their haown msd ualsnnn m heirs, smscutors, ~fstzatsrs,

s, assigns and successor'n, beth iminediats aad remciBw, fhr the
operation, including production, of Coalbed Nsthane Qas, produced
jsct Drilling Unit estab:,I'abed for the subject pormation

aad coaprised of the sub lect Lands, (hereat ter sometimes
identified and referred to au "well develop««nt and/or cyeritisn

ct Drilling Unit"), aad (2) that the Board dsmignurts coNS0L Inc.
tor .

Code 5 45.,
361.21, tQ
in subjecti
Ayyli
beret
dewts
drilling an)d
frcm the i Sub
underlying
collectivsl)p
in the Sab
as Unit a

7.Relfef Qranted: The rcnquested re)granted: (Sj Pursuant to Va. Code 5 45.1
"Unit Opernltor") is designated as the Ua)

isf in this cause be and hereby is
361.21.c.3, coNsoL Inc. (hereafter
t Op«tutor authorised to drill and

subject Drilling Unit, subject
5 45.1-361.27 et ~so .; to the
3-90, dated Nay 1$, 1990; to

r 91-1119-0162 effective as of
Qas and Oil Regulations! and to
Oil Board Regulations, all as

tsrests and estates ia encl to the
t of the Ayplicant, the Unit

persoas list«S ca Exhibit B-3,
their hacwa and ~ hairs,

s, assigas and sucoeisors, both
in the Subject Pormatica in the

'of the Subject Lands.

lls in Subject Pcrnmtion i thet provisions contained in Va Code
d Nethane Oas Pield I Ords OOCB

oalbed Qas Pield II Board's, Orde
1992, to 5 4 VAC 25-150 ~
160 et ssg., Virginia Qas d

time to t~, and (2) all the)in
ct Drilling Unit, including( tha

hat of ths known aad
and made a yart hereof,

aistrators, dsviyees, trusl!ea
remote, bs aad hereby are po(dsd
ng Unit underlying and ccsyr!.sed

operate the;, we~~b
December 17',
SS 4 VAC 25-
amended fresh
Qas ia Sub/e
Operator
attached h
&xscIQtors,
innnwdiats
Subject Dr

caused aot:Ice of this hearing to be yobl:.shed as required by va. cods Aaa. 5
45.1-361.1!I.B.Nhsreuyca, the Board harsh)'inds that the aoticss given h«rein
satisfy alI( statutory rsquir«sents, Boat) rule requirements and tbe mininnan
standards Qf state due process.



Subject
Foxmatian Unit Siss

All coalbeJIs Apprasimately
and coal 80-acre square
seams belop drilling unit
the Tiller
seam, in-
cluding, b(3t
not lied te(I
to Upper
Seaboard,
Qrs)asy Cregk,
Niddle Sea

'oard,~r
Seaboard, l)pper,
Htsrsepen, )(iddle
Harsepen, l)ar
Creek, Law< [r
Harmapsn,~tas "Nes ~

9, 8, 7, 6 5,
4, 3, 2 an various
unnamed 8 and
associated,'rock
strata

Permitte4
well Locatioh (8)

of 1,785;
(2) wall
D16A-102 dr
February 13
pursuant to
mit 84761 t
approximate
ot 2 018 fe

511ed

)arrear

(1) Well C)NS-D16-
88 drilled Lm
August 12, 1979
pursuant to~
Permit 8475(
to an approl
ximate dept/

Field and
well Classificatian

Oakwood Coalbed
Qas Field I
aud Oakwaod Caal-
bed Nethane Qas
Field II tor
Coalbed Nethane
Qas including
Well Oas,
as well a~ Un-
sealed Oob Ga's,
Short Hole Qas,
and Gas from
any Ackfitional
Nell

Order
Number

OQCB 3-90,
as
amended,
(herein
r Oakwood
I Field
Rules" )
and
VQGB Na.
91-1119-
0162 as
amended
(herein
r Oakwood
II Field
Rules" )

Por the Subject Dfilling Unit
underlying and compris+ of the Subject

Land reterreg to as:

Unit Number D-R6/D-16B
Buchanan County) Virginia

t to the Oakwood II Field 'ules, the Board has adapted the
thod for the calculation of p tion and revenue and allosation

e costs for shqrt hole and 'ed gob production of Coalbed
agent upon the particular~long wall minigg plan applicable to

drilling unit.

following
of alloweb)
Nethane ~
each 80-acrh

The designated operator of
the boundaries of which

y 80-acre drilling unit or units
long wall panel which has been

~ located and fram which Ueaealed
y Well authorised by the Cade of

praductian and revenue based upon
Ch atfeCtcrf 80-aare drilling unit
ral acreage, as platted upcm, the
actually contained within a lang

) plan. ~ as otherwise provided
ion ot the mine plan being utilised

Mithi
isola
Gob
Virgi
the
and

i'urfa
wall
here ii

ed by the driving of entrie
+8, ShOrt Hole Oas or'Oas from

ia is produced, shall calcul
ne plan as implemented withi

particular, based upon the
in each 80-acre drilling~1 as depicted by said mine

a copy of the pertinent port

drill:lng unit shall be tiled of ri)co
paylsent ot any revenue based upan
divis.,on of interest for product ich
affecl'ed by a lon'g wall panel and fr+
such 40-acre unit shall be calculat a

rd with the Boa& prior to the
ch calculatians. The formula or

from amy 80-acre drilling unit
any separately owned tract in any
s follows:

to calculate production, revenue acCI costs fram any affected 80-acre



~ amount of production pzodnced from
80-acre drilling unit shall be the

~rcsntage) that the emoemt of'ineral
m the surface, which is both in the
long wall panel, bears to the total
platted on the surface, centained
wall panel affecting such 80-acre

7.1. Por Short Hola Qas-
and attributed to eachIratio (expressed as a
acreage, when platted (
affected unit and the I

mineral acreage when
within the entire 1
drilling unit.

The amount of production produced
each 80-acre drilling unit shall be

a percentage) that the amount of
atted on the surface, which is both

the lcng wall panel, bears to the
when platted on the surface,

tire long wall panel affecting such

For U ~sd (BS a
from and attributed to
the ratio (expressed
mineral aczeege, when
in the affected unit
total mineral acrea8N(
contained within the e4
80-acre drilling unit.

7.3. i. FOr Qas frcxa Anv %lxl Located in a Lone Hall Panel.
After actual ccszaen~t of coal mining operations by the
driving of entries and( completion of isolation of a long
wall panel, the amount l>f Qas produced from such a well and
attributed to each 80-aj~e drilling unit shall be the ratio

(expressed as a percz mtaga) that the amount of mineral
acreage, when platted ou the surface, which is both in the
affected 80-acre drill
panel, bears to the to
the surface, contained
affecting such 80-acre

unit and the isolated long wall
1 mineral acreage, when platted on

within the entire long wall panel
illing unit.

ii. For Free Nell Qas.: - Prior to the actual coaaencement
of coal mining operat its by the driving of entries and
completion of isolation*of a long wall panel, Qas from any
well located in a p long wall panel shall be produced
from and allocated to only the 80-acre drilling unit in
which the well is 1 cated according to the undivided
interests of each Owm8r/Claimant within the unit, whioh
undivided interest sha (1 be the ratio (expressed as a
percentage) that the amlmnt of mineral acreage within each
separate tract that is within the Subject Drilling Unit,
when platted on the 8 face, bears to the total mineral
acreage, when platted the surface, cot(tained within the
entire 80-acre drilling it in the manner set forth in the
Oakwood I Field Rules.

8, Blast%on aad gleet ion Period zn the event any Qas Owner or
Claimant in Bxhibit 'B-3 hereto doesi not reach a voluntary agreement to

operation of any well to be located in the Subject Urilling Unit
Smbje'ct Eirilling Snit butgfxxa which production is allocat'ed to

ling Unit, at a rate of pa mt mutually agreed to by said Qas

share in th
and/or outs de
Subject Urf

notice of his election of the option
designated '))nit Operator at ths addzes
from the gz e this order is recorded
election shgll be deemed to have been
said 30-day period, such elsctiz(g person
the desi Unit operator at the addr

owner or c imant and the Applicant or ofmrator, then such parson named may
elect one o( tbe options set forth in paragraph 9 below and must give written

ected under Paragraph 9 to the
below within thirty (30) days

county above named. A timely
on or before the last day of

delivered his written election to
bown below or has duly postwar@ed



and placg its written election in firjt class United States mail, postage
prepaid, s}ddressed to the Unit Operator + the address shown below.

9.

9.1
Election actions:

OptiOn 1 - To Part'icksmts In(The Develenment and Oneraticm of the
Drillins Unit: Any Qas ownerl or claimant named in (ss}Nbit B-3 who
deas not reach a voiwntar} i agreement with the Applicant or
operator may eiect to partici))ate in tbe development sss operation
of the subject Drilling UN)it (hereafter "participating operator" }
by agreeing to pay tbe estisate of such participating opsratox's
proportionate part of the i,ctual and reasonable casts of the
dews~'ontemplated by:his order for free well gas, short
hole 'gas, unsealed goh gas «uk gas from any increased density well
produced pursuant tn the oa)wood I or ~ II pield Edles,
including a reasmssble saperrisi(sa fee, of the well dsvelcgment
and operation in the subject>Drilling Unit, as more particsbarly
set forth in virgis)ia Qas and oil Board Regulaticn PE OI9}c 29-160-
100 (herein "Allocable, 0 cs(plated for productioa costs') .
purther, a participating opmmtcr agrees to pay the estimbae of
such particip'sting ogmraf or ' proportionate part oi'he Mal
Allocable, Completed-f4e pra4iction panel Costs as set forth h'slew
to the Unit operator within fusty-five (45) days from the later of
the &ate of mailing or the Ate of recording of thie Order. The
Total Allocable, Peapleted-I or-Production Panel Costs for the
subject Drilling Unit are as follows:

Allocable, Completed-for-Prod)ction Panel Costs:

Panel 7 — East
Panel 8 - Bast
Panel 9 - East

24,234.30
126,528.22
135,530.55

Total $286,293.07

(bLSW Bonus consideration: In lieu of
t and operation of Subject Drilling

any Qas owner or clakgant named in
t reach a voluntary agressm}nt with
y elect to accept a cash bones
mineral acre owned by Such .person,
rder and continuing annually until
rcm subject Drilling Unit, and

9.2 iODtlon 2 - To Receive A
'articipating in the devel
'Unit under Paragraph 9.1 above
Exhibit B-3 hereto who doe
the Applicant or Operato

i consideration of 81.00 pe
cosmencing upon entry of
ccsmencement of product

A Participating Operator's prmrtionate cost hereunder shall be
the result obtained by multi})lying the Participating Opstmtors

'percentof Unit" times t) ie Total Allocable ccmf}lated-f or-
Production Panel Costs set fo <h above. Provided, ~, that'n the event a participating operator elects to particigmts an&

,
fails or refuses to pay the e(timate of his proportionate gart of
the Total Allocable, (BSSDIetm}-for production panel Cnsts as set

, forth above, all within the time set forth herein and in tbe
prescribdd in paragrlq@ 8 of this Order, then Such

,
participating operator shall be deemed to have sleeted not to
participate and to have lected

compensation

in lieu of
participation pursuant to par sph 9.2 herein.



icmal share of said ~iom ttor
coeeds shall be actual proceeds

an costa incurred dawmseream, af the
t limited to, all Oath«sx@ng,

on end marketing casts, «S«mtyssr
ird parson) es fair., reasonable

paid to said oas oenmr er
shall became due amd «swisg «Phsn

paid ar sear«(wed within sf)(ty
order. Theesef8«se, annual, cash
and owing on each ammiv«sr«eery ef
r in the event px«s(hscti«sn Scorn
tofare ccmssenced, and ensm due,
within sixty (0«sl days of,said
caleb'anns and the annual a&eh

escrowed, subject to a final legal

Divisian af Interest or peap'cwt
purposes of this Ordex, ns(I pr

vacl lees all ~t-praducnti
wellhead, including, but na
ccsgireesion, treating, trans
performed by Unit Operator
and eouitable aoelp«un«ation
C1aimant. 'The initial cash
eo elected and slukll be t
(00) days of recording ot
bonuses, if any, sd)all become
the'ate of recording of t
Subject Drilling gait 3uss na
shall be ten4ersd, paid ar
anniversary date. Once the
bonuses, if any, ax'e so paid iir
detewmination of ~ip, e sid payment (~) shall be satisfaction
in full for the rig}i(h, inta rests, and claims at Neeh sleeting
person in and ta the Oas prcduoed from Subject Pefieatian in the
subject Lands, except, hase,ver, for the 1/8th royalties due
hereunder.

thereat ter a royalty of lgth af 6/cthe [twelve sssd ane-half
percent (12.0%)} of the net }}raceads received by the Unit Operator
fox the sale of the Coalbsd Nethane Oas produced fxum amy well
development covered by this order multiplied by that perssh ~ ~

Subject to a final legal
made under this paxagrs(ph
in full for the right,

in soy well d'avel
,, such electing person shel

assign 1ts right, im'te
::produced fram subject Parse

the Applicant.

tion of ownership, the election
sdsen sa made, shall be satisfaction

and claims of such electing
and oparatian cavered hereby and
cued 'ta and hereby does legbe assi
and claims in amd to the Oae

n the Subject Drillin«i Umit to

part icisat ine paxecn on A carrie'4 Basis And Tb Ne(shiva
,

Oa(ssidmRlktish I)1 Lgeu of cask« In lieu o! Participsting in the
'evel«)gamut and operation af Ssbject Drilling Unit under paragx«sph
9.1 abave and in lieu of rs eiving a cash bonus c«x«eideratiau
under paragraph 9.3 above, e sy oss owner or claimant n«seed in
Behibit B-3 heretO WhO dace not reaah a VOluntary aw ~t With

elect to share in the development
ing Unit on a carrie@ basis (as a
het the pxapartiamate part af the

Panel Costs hereby allocable to
interest is charged against such

«ot production fram Subject Drilling

the: Applicant or operator ma
, and aperation ai s«)bject Dri

"Carried Nell Operatox" } So
i TOtal Completed far- produati

~uch Carried Well Operator
'arriedwell operator'0 share

I Unit. Such Carried Nell Opere tor'0 rights, interests, and claims
in and ta the oas in subject Poxmatian in the subject Drilling

,Unit shall he deemed and haxshy s)re assigned to the Apsilicant
until the peoceeds from tbe eiile of such carried well operator'e

,share of production fram Subjiict Drilling USit (exclusive of any
royalty, excess or overriding royalty, or other ncn-operating ar
nan cost-bearing burden res in any lease, ass~ thereof
ior agreement relating thereto i))avering such interest) ec(wale three
hundred percent (306%) ior $ leased interest or two hundred
'percent (300%) far an unleased; interest (whichever is applicable)

9.3. i ~ 3 To share. In The l)msmi«cement An4 Qx«eratLcss Ae A Non-



of such Carried Wall Operatok's share of the Total Completed-for-
Production panel Costs allocmble to the interest of such Carried
Wall Operator. When the Applicant recoups and recovers from such
Carried Well Operator's assigned interest the amounts provided for
above, then, the assigned interest of such Carried Well Operator
shall automatically revert back to such Carried Well Operator,
and from and after such reversion, such Carried Well Operator
shall be treated as if ig
Paragraph 9.1 above; and th
shall be charged with and sh4
further costs of such well dele

had participated initially under
ersafter, such participating person
11 pay his proportionate part of all
elopment.

Subject to a final legal detSrmination of ownership, the election
made under this Paragraph 9.3:, when so made, shall be satisfaction

carried as shove provided prior to its reversion hack to such
electing person.

in full for the rights, intbrests, and claims of such electing
person in any well devel'nd operation covered hereby and
such electing person shall be deemed to have and hereby does
assign its rights, interesgs, and claims in and to the Gas
produced from Subject Formation in the Subject Drilling Unit to
the Applicant for the period of time during which its interest is

10. Pailure to Prceatlv Blect: Ia the event a person named in Exhibit
B-3 hereto does not reach a voluntary agreement with the Applicant or Operator
and fails to elect within the time, in tbe manner and in accordance with the
terms of this Order, one of the alternatives set forth in Paragraph 9 above
for which this interest qualifies, then Such person shall be deemed to have
elected nclt to participate in the proposed development and operation of
Subject Drilling Unit and shall be deemed, subject to a final legal
determinatgon or ownership, to have elected to accept as satisfaction in full
for such pbrson's right, interests, and Claims in and to tha Gas in Subject
Formation in the subject Drilling Unit the consideration provided in Paragraph
9.2 above for which its interest qualifieS and shall be deemed to have leased
and/or assigned his right, interests, and'laims in and to said Gas produced
from subjedt Formation in the subject Drilling Unit to the Applicant. Persons
who fail go properly elect shall be deemed, subject to a final legal
determinatimn of ownership, to have accepted the compensation and terms set
forth herein at Paragraph 9.2 in satisfaction in full for the right,
interests, and claims of such person in. and to the Gas produced from the
Subject Forlnation underlying Subject Lands.

11. Default Bv Particinatino Person: In the event a person named in
Exhibit B-3 elects to participate under Pakagraph 9.1, but fails or refuses to
pay, to scours the payment or to make an arrangement with the Unit Operator
for the pa~t of such person's proportionate part of the Total Allocable,
Completed-fear-Production Panel Costs as s+ forth herein, all within the time
and in the: manner as prescribed in this Order, than such person shall be
deemed to hlave withdrawn his election to:participate and shall be deemed to
have electdd to accept as satisfaction in full for such person's right,
interest, gd claims in and to the Gas in subject Formation in the subject
Drilling Unit the consideration provided in Paragraph 9.2 above for which his
interest qu41ifies depending on the excess burdens attached to such interest.
Whereupon, any cash bonus consideration due as a result of such deemed

election shkll be tendered, paid or escr~d by Unit Operator within sixty
(60) days after the last day on which suchf defaulting person under this Order
should have paid his proportionate part,of such cost or should have made
satisfactory arrangements for the payment thereof. When such cash bonus



considera¹ion is paid or escrowed, it shall be satisfaction in full for the
right, interests, and claims of such person in and to the Gas in Subject
Formation underlying subject Drilling Unit in the subject Lands covered
hereby, m}capt, however, for any royalties which would become due pursuant to
Paragraph,9.2 hereof.

12. Assicnment of Interest: In the event a person named in Bxhibit B-
3 is unable to reach a voluntary agre4Z8ent to share in the development and
operation of the wells contemplated by tapis Order at a rate of payment agreed
to mutually by said Owner or Claimant an() the Applicant or Operator, and such
person e14)cts or fails to elect to do oCher than participate under Paragraph
9.1 above in the development and operation of Subject Formations in Subject
Drilling it, then subject to a final legal determination of ownership, such
person 411 be deemed to have and sha))l have assigned unto Applicant such
person's right, interests, and claims in }and to any well, in Subject Formation
in Subject'rilling Unit, and/or outside *Subject Drilling Unit but from which
production is allocated to Subject Dkilling Unit, and other share in
production to which such person may be ebtitled by reason of any election or
deemed elgtion hereunder in accordance with the provisions of this Order
governing said election.

13. Uni.t Ooerator (or Operator): CONSOL Inc., be and hereby is
designated,'s Unit Operator authorized to drill and operate Subject Pormation
in Subject Drilling Unit, all subject to the permit provisions contained in
Va. Code }}¹45.1-361.27 et see.; ¹5 4; vAC 25-150 et ~eg., Gas and Oil
Regulation¹; 5¹4 VAC 25-160 et ~eg., Viz}ginia Qas and Oil Board Regulations;
the Oakwoc}d Coalbed Gas Fielll I Order OQCB 3-90 and the Oakwood Coalbed
Nethane Qa}z Field II Order VGOB 91-1119'-0162, all as amended from time to
time, and kll elections required by this'order shall be cawaunicated to Unit
operator im writing at the address shown Below:

CONSOL Inc.
P. O. Box 947
Bluefield, VA 24605
Phone: (54d) 988-1015
Fax: (540) 988-1055
Attn: Leslie K. Arrington

14. Commencement of Operations: On August 12, 1979,Unit Operator
drilled We)1 CBN-D16-88 within the Subject Drilling Unit pursuant to Permit
¹4758, and on Pebruary 13, 1981, Unit Operator drilled Well CBN-D16A-102
within Subject Drilling Unit pursuant tb Permit ¹4761. Additionally, Unit
Operator hale drilled four well(s) outside the Subject Drilling Unit fram which
production j.s to be allocated to the Subject Drilling Unit. The Unit Operator
shall pros¹cute operation of same withl due diligence. This Order shall
terminate, except for any cash sums then payable hereunder; otherwise, unless
sooner term¹.nated by Order of the Board at'2:00 P.N. on the date on which all
wells cove¹ed by this Order and/or al). wells from which production is
allocated tb the Subject Drilling Unit are'ermanently abandoned and plugged.

The Unit Operator shall file +th the Board notice of the date on
which any I)cngwall panel under Subject Dr].lling Unit becomes isolated by the
driving of &tries thereby resulting in a change in the method of calculating
production and revenue and the allocation of allowable costs from that
provided in the Oakwood I Field Rules to that provided in the Oakwood II Pield
Rules.



to partic)(pate under Paragraph 9.1 in thk
that costs incurred in the drilling or

Subject Drilling Unit to the extent
ration on the Subject Drilling Unit

able against such person's in(Ierest. Such liens and right of set
e separable as to each separat)e person and shall remain liens until

are charge
off shall
the Unit
the full

erator drilling or operating any well covered hereby has been paid
alsounts due under the terms of this Order.

15. Operator's Lien: Unit Operator, in addition to the other rights
afforded hereunder, shall have a lien and a right of set off on the Gas
estates, fights, and inkerests owned by any person subject hereto who elects

16. Escrow Provisions:

otherwise Ordered by the Board, the Esc
named by the Board is not required to es
Drilling +it (herein "the Escrow Accoun
Board pursSant to its agreement for any e

Agent named herein or any successor
ablish an escrow account for Subject

()") or to receive and account to the
~crowed funds hereafter described:

The Unit Operator has repres8nted to the Board that there are no
unknown or unlocatable owners/claimants Whose entitlements are subject to the
requirements of Paragraph 16.1 below; and that there are no conflicting
owners/cia)manta in Subject Drilling Uni(t whose entitlements are subject to
the requi ceaents of Paragraph 16.2 bklow. Therefore, unless and until

First Union National Sank
Corporate Tfust PA1328
123 South Bgoad Street
Philadelphiq, PA 19109-1199
Telephone: (888) 396-0853 or (215) 985-3485
Attention: Corporate Trust Don Ballinghoff

16.1.Escrow Provisions For Unknowb or Unlocatable Persons: If any
payment of bonus, royalty pay(ment or other payment due and owing
under this Order cannot be made because the person entitled
thereto cannot be located or; is unknown, then such cash bonus,
royalty payment, or other paya(ent shall not ba commingled with any
funds of the Unit operator an4 shall, pursuant to va. code Ann. 5
45.1-361.21.D, be depoeited 'y the Operator into the Escrow
Account, ccssaenoing within one hundred twenty (120) days of
recording of this Order, and continuing thereafter on a monthly
basis with each deposit to 4 made, by use of a report format
approved by the Inspector, by a data which is no later then sixty
(60) days after the last day of the month being reported and/or
for which funds are heing deppsited. Such funds shall be held for
the exclusive use of, and s41e benefit of the person entitled
thereto until such funds can We paid to such person(s) or until
the Bscrow Agent relinquishesl such funds as required by law or
pursuant to Order of the Board in accordance with Va. Code Ann. 5
45.1-361.21.D.

16.2 Escrow Provisions For Conflicting Claimants: Zf any payment of
.bonus, royalty payment of othdr payment due and owing under this
Order cannot be made because tge person entitled thereto cannot be
made certain due to confliching claims of ownership and/or a
defect or cloud on the titlb, then such cash bonus, royalty

,payment or other payment, tog)ther with Participating Operator's
Proportionate Costs paid to Operator pursuant to Paragraph 9.1
hereof, if any, (1) shall not be commingled with any funds of the



elusive use of, and sole benefit of,
pntil such funds can be paid to such

Agent relinquishes such funds as
Order of the Board.

funds shall be held for the e)z
the person entitled thereto
person(s) or until the Es
required by law or pursuant tb

17. (8)0ecial Pindings: The Board splzcifically and specially finds:

Unit Operator; and (2) shall, pursuant to Va. Code Ann. 58
45.1-361.22.A.2, 45.1-361.22di.3 and 45.1-361.22.A.4, be deposited
by the Operator into the Escrow Account within one hundred twenty
(120) days of recording of this Order, and continuing thereafter
on a monthly basis with each deposit to be made, by use of a
report format approved by tbe 1nspector, by a date which is no
later than sixty (60) days a(fter the last day of the month heing
reported and/or for which f(unde are subject to deposit. Such

17.1

17.2

17.3

Applicant is a Virginia general partnership comprised Appalachian
Operators, Inc., and Appalachian Nethane, Inc., who are indirect
wholly owned subsidiaries of CONSOL Energy. Applicant is duly
authorized and qualified to tiransact business in the Commonwealth
of Virginia;

coNsoL Inc. has accepted Applicant's delegation of authority to
explore, develop and maint8in the properties and assets of
Applicant now owned or hereaf(ter acquired, has agreed to explore,
develop and maintain the p~rties and assets of Applicant, and
bas consented to serve as gibed Nethane Gas Unit Operator for
Subject Drilling Unit and o faithfully discharge the duties
imposed upon it as Unit Operazor by statute and regulaticn,

CONSOL Inc. is a Delaware corporation duly authorized to transact
business in the Cozsnonwealth df Virginia and is an operator in the
Cozzacnwealth of Virginia and has satisfied the Board's
requirements for operations ig Virginia;

17.4 Applicant, Buchanan ProductiW Company, claims ownership of gas
leases, Coalbed Nethane Qs leases, and/or coal leases
representing 74.9078 percent of the oil and gas interest and
74.9078 percent of the coal izlterest in subject Drilling Unit, and
Applicant claims the right to explore for, develop and produce
Coalbed Methane Gas from Subject Formations in Oakwood Unit Number
D-16/D-16B in Buchanan County', Virginia, which Subject Lands are
more particularly described in'xhibit

17.5 Applicant currently proposes go produce two wells on the Subject
drilling Unit to develop the .pool of Gas in Subject Pormations,
and to operate and develop Sgject Drilling Unit by the use of
four (4) wells located outqide of Subject Drilling Unit by
allocating production from said wells to Subject Drilling Unit;

17.6 Subject Drilling Unit is locatgd in the VP No. 1 Nine's Nos. 7, 8,
and 9 Longwall Panels as reflected on the mine plan attached
hereto as Exhibit G;

17.7 The estimated total productiorl from Subject Drilling Unit is 125
to 550 NNCF. The estimated amount of reserves from the Subject

'Drilling Unit is 125 to 550 MME;

10



17.8 Set forth in Exhibit B-3 is the name and last known address of
each Owner or Claimant identified by the Applicant as having or
claiming an interest in hhe Coalbed ethane Gas in Subject
Formation in Subject Drilligg Unit underlying and comprised of
Subject Lands, who has not, ih writing, leased to the Applicant or
the Unit Operator or agreed '.to voluntarily pool his interests in
Subject Drilling Unit for ita development. The interests of the
Respondents listed in Exhibih B-3 comprise 25.0922 percent of the
oil and gas interests, 25.09)22 percent of the coal interests in
Subject Drilling Unit;

17.9 Applicant's evidence establi)shed that the fair, reasonable and
eguitable compensation to be', paid to any person in lieu of the
right to participate in any well covered hereby are those options
provided in Paragraph 9 above;-

18. Nailincr Of Order And Filincs Of Affidavit: Applicant or its
11 file an affi.davit with the)Secretary of the Board within sixty

fter the date of recording of. this Order stating that a true and
y of said Order was mailed wit(bin seven (7) days from the date of

to each unleased Respondent Earned in Bxhibit B-3 pooled by this
se address is known.

Attorney slja
(60) days
correct cc5)
its receip()
Order and w(ho

17.18 The relief requested and granted is just and reasonable, is
supported by substantial evidence and will afford each person
listed and named in Exhibit E-3 hereto the opportunity to recover
or receive, without unnecesskry expense, such person's just and
fair share of the productio4 from Subject Drilling Unit. The
granting of the Application and relief requested therein will
ensure to the extent possible the greatest ultimate recovery of
coalbed methane gas, prevent or assist in preventing the various
types of waste prohibited by statute and protect or assist in
protecting the correlative rights of all persons in the subject
ccaaon sources of supply in the Subject Lands. Therefore, the
Board is entering an Order grdnting the relief herein set forth.

19. Availability of Unit Records) Tha Director shall provide all
persons no() subject to a lease with reasonable access to all records for
Subject Dr/lling Unit which are submitted by the Unit Operator to said
Director an@/or his Inspector(s).

20. Conclusion: Therefore, the Fequested relief and all terms and
provisions Set forth above be and hereby ake granted and IT IS SO ORDERED.

21. ,'Anmeals: Appeals of this Order are governed by the provisions of
Va. Code tu(n. 5 65.1-361.9 which provided that any order or decision of the
Board may Q appealed to the appropriate dircuit court. such appeals must be
taken in the manner prescribed in the A4ainistrative Process Act, va. code
Ann. 5 9-6.14:I et ~sa(. and Rule 2A of the Rules of the Virginia Supreme
Court.

22. Bffective Date: This Order shall be effective on the date of its
execution.

11



DOWN AND SXSCUTSD this ~ day ef March, 2001, by a majority of the
virginia @as and Oil Board.

Chairm)Ln, ~y R'. hler
DONE AND PSRPORMED this ~~y of; Mar h, 200), by Order of this Board.

B. R. )PilmSn
Princi)tuLl Bxecutive To The Staff
Virginia Qas and Oil Board

STATS OP V/RQINIA )
COUNTP OP )))ISS )

Acknowledged on this ~~ day of 'March, 2001, perstmally before me a
notary public in and for the Coseonwealth of Virginia, appeared Benny Wampler,
being duly, sworn did depose and say that he is Chairman of the Virginia Gas
and Oil Board, that he executed the saay Snd was authorised to do so.

Susan Q. Garrett
Notary %9>lic

My commissi)on expires July 31, 2002

STATS OP VI)RGINIA )
COUNTY OP lgSHINQTON )

Acknciwledged on this day of )March, 2001, personally before me a
notary publdc in and for the Commonwealth of Virginia, appeared B. R. Wilson,
being duly, sworn did depose and say that he is Principal Sxecutive to the
Staff of t$e Virginia Gas and Oil Board, that he executed the same and was
authorised to do so.

Notary Mlle
My commission expires September 30, 2001

12
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EXHIBIT A

OAKWOOD FIELD UNIT D-16
FORCE POOLING

VGOB-01-0116-0864

C'ospony
CONSOL. Enerav Inc. Nel I Nasa and Nusber

UNlTr016'ract

No. Elevation
-:=.N ""- /~~E7County Ol t I t North Grundv/South Grundv Seal eI 1"'-WOO pateere

Thts plat ls a new plat X : an updated plot

HM WA, /van~
Licensed Professional Enpineer or Licensed Land Surveyer ".~r„„.,
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VIRGINIA GAS AND OIL BOARD
DOCKET NO, UGOB-01-0116-0864

VIRQINIh: In the Clerk's Of5ce of the Circuit Court of Buchanan County. Ihe foregoing instrument
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